University of Mississippi

eGrove
Newsletters

American Institute of Certified Public
Accountants (AICPA) Historical Collection

12-1991

Practicing CPA, vol. 15 no. 12, December 1991
American Institute of Certified Public Accountants (AICPA)

Follow this and additional works at: https://egrove.olemiss.edu/aicpa_news
Part of the Accounting Commons, and the Taxation Commons

Recommended Citation
American Institute of Certified Public Accountants (AICPA), "Practicing CPA, vol. 15 no. 12, December
1991" (1991). Newsletters. 1612.
https://egrove.olemiss.edu/aicpa_news/1612

This Book is brought to you for free and open access by the American Institute of Certified Public Accountants
(AICPA) Historical Collection at eGrove. It has been accepted for inclusion in Newsletters by an authorized
administrator of eGrove. For more information, please contact egrove@olemiss.edu.

The

CPA

ng
Practici
DECEMBER 1991

An AICPA publication for the local firm

OPPORTUNITIES IN TELECOMMUNICATIONS
A communications revolution has taken place in the
United States during the past decade. Where once
there was a single telephone network, there is now a
set of regional systems connected by several long
distance networks. The successful opening of this
market to competition has greatly expanded the
range of services offered and driven down costs.
Fiber-optics technology, among other develop
ments, eliminates weather and solar interference
and greatly increases the dependability, quality, and
quantity of voice and data transmissions. New types
of telecommunication services include specialized
long-distance carriers and the 800 and 900 systems.
And users benefit from improvements in modem
baud rates and FAX machines.
I practice in a locale that has farsighted legisla
tion in place addressing the future of telecom
munications. Many companies in this area are
leaders in the industry. I recognize that what is now
a local boom will spread throughout the country
and offer profitable growth opportunities to both
CPAs and their clients. I believe it will be well
worthwhile to gain expertise in telecommunica
tions assessments.
A CPA who is competent in telecommunications
can assist clients in
□
Determining the lowest cost equipment.
□
Choosing the best supplier.
□
Projecting the value of using the new services.
□ Analyzing the value of hardware and software
investments.
□ Determining the potential of new marketing
techniques.
□
Assessing reports and bills.
□
Developing control systems for management.
□
Planning and organizing.
The need for these services exists with nearly
every client we serve. It is a rich field, not yet
nationally recognized. One potential market, for
example, is the growing number of well-paid profes
sionals who work from their homes. These people

need telecommunications advice outside the sales
and marketing efforts of the telephone companies
from which they buy services.
There are also some not-so-obvious opportunities
for the CPA practice itself. Some practitioners use
modems to transmit income tax returns to the Inter
nal Revenue Service. But how many of us use the
800 billing service, 900 consulting lines, or the bill
ing and reporting systems available?
Right now, any practice can grow and, with a
small investment, become a better provider of ser
vices. You can, for example,
□ Use FAX equipment to move documents and
information quickly and economically. You can
send useful information to clients en masse or
to selected targets.
□ Obtain information from all three major long
distance carriers (Sprint, MCI, AT&T) about
WATS billing services. You can learn about bill
ing and reports, analyze costs, and check out
the security provisions available. Then you can
let clients know you have this knowledge.
□ Install a 900 consulting line. This offers consid
erable potential for attracting new clients.
Moreover, a number of present clients will
want to know about the service and how to use
it profitably themselves.
Best of all, with a 900 consulting line, a CPA
firm is paid for the service but has little
increase in overhead.
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Understanding the tools
Understanding telecommunications necessitates
recognizing a number of acronyms. A long-distance
carrier (LDC) or a regional Bell operating company
(RBOC) are some obvious examples. Others, such as
a transmission span (T-span), are not so well known.
(A T-span is a direct line from an LDC to a company's
phone system that skips the RBOC so that calls will
not be blocked.
When choosing an LDC, three items must be ana
lyzed: the quality, inclusive of reliability, the cost for
time on-line, and the billing and reporting docu
mentation. Various reporting options exist and you
will find that some LDCs offer security and special
control and accounting provisions. Some LDCs bill
through a local exchange company or an RBOC, and
credit arrangements can vary advantageously.
In most of the nation, inside wiring is the respon
sibility of the customer. Interface takes place liter
ally in the wall. It is, therefore, important to know
purveyors of wiring services and system hardware.
There is an ever-increasing array of equipment
from which to choose, ranging from the single-line
desk phone to the computerized channel bank. Com
ing soon will be sophisticated systems that answer
and return calls and direct, take, and send mes
sages. We must be able to measure charges and
relative performances of the various options in
order to select the most cost-effective system.
If the need primarily involves outbound calling,
the process is relatively simple: Order local lines,
install a line controller and phones, choose an LDC,
or hire a telemarketing firm to make the calls. But
planning for inbound calls is more complicated. If
call volume exceeds the capabilities of a switching
station, whether or not 800 or 900 numbers are used,
you can expect an expensive confrontation if you
don't plan properly.
There are at least three ways to protect your
investment and avoid trouble. Invest in T-spans and
the necessary hardware and software, and hire suffi
cient personnel to staff the phones; hire a service
bureau to receive the calls; or use a specialty LDC to
handle them. As you investigate the choices, you will
usually find that
□ An internal system has the lowest cost for line

time and the highest cost of investment or com
mitment of credit. This may limit marketing
activities or affect capitalization of other parts
of the business.
□ The costs of using a service bureau vary dra
matically. In addition, there is the risk that if
the business relationship goes awry, you lose
the use of the telephone number in which you
may have made a substantial investment.
□ Specialty LDCs offer considerable ability to tie
together the various resources needed to ser
vice customers’ needs. They are a low-cost
investment but their line time costs are high.

The quiet revolution
The information age is upon us and we CPAs, as
professional information managers, should become
sophisticated in the use of telecommunications
equipment. The opportunities are boundless. Poten
tial markets include assisting clients to grow with
800 number telemarketing, helping other profes
sionals set up 900 number consulting lines, helping
clients choose the most cost-effective plans, and
advising them on security and cost controls. And in
addition to advising other professionals on the use
of 900 lines, we should consider their use in our own
consulting practices.
To summarize, we need to be concerned about
three points: the methods of capitalizing the
required investments, understanding and control
ling the operating expense, and, most important,
protecting the investment through proper planning.
These points are key to the successful implementa
tion of telecommunications technology.
Behind us lies a revolution, done quietly in a
courtroom, changing the tools we use to communi
cate. Before us are opportunities in what some call a
new age, another wave of economic change. I am
concerned that the benefits be understood and man
aged by competent professionals. If we don’t pro
vide the service, someone else will, and I ask the
reader to consider whether this field is part of our
purview. I for one say it is. □
—by Ronald J. Goracke, CPA, Goracke & Associates,
PC., The Mark Building, Suite 203, 9290 West Dodge
Road, Omaha, Nebraska 68114
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Radical Changes Well Worth While
Many organizations in our society seem to be under
going restructure and change. Ongoing training and
increasing knowledge are not sufficient by them
selves to meet evolving needs in today's mar
ketplace, and many firms need a radically different
approach to providing services. There are obstacles
to overcome, however. People tend to dislike or even
fear change and sometimes actively resist it.
One recent study indicated that approximately 8
percent of our work obligations change each year.
Firms spend about 5 percent of gross revenues main
taining and improving the technical skills of person
nel but often fail to address the need for restructur
ing in order to cope with a changed environment.
Clients increasingly demand quality service.
Providing it means that a firms staff must be com
mitted to and heavily involved in the process.
Quality service requires a team approach, but one
that still enables people to identify with individual
tasks and accept responsibility for them. And the
process must include a compensation system that
rewards successful effort.
Strong economic conditions can mean financial
success for firms providing quality services. Often,
just providing good service in a timely fashion
assures a profit. Maintaining quality service when
the economy is stagnant or declining is much more
difficult. While costs must always be controlled,
firms must be careful not to eliminate essential staff
positions to the point where the quality of service is
jeopardized. Over time, this will cost the firm far
more than the temporary savings warrant.
Clients judge quality service on the time commit
ment you are willing to make, the degree of involve
ment you are willing to give, and your willingness to
take risks, that is, your willingness to express a
frank opinion even if that opinion is unpopular. Only
top quality management will lead to providing cli
ents with quality service.
According to some statistics, 26 percent of people
who buy a product or service are dissatisfied with it.
Only 4 percent of those dissatisfied people will com
plain about it, but 90 percent won’t purchase the
product or service again. Also, while satisfied people
might tell three other people how pleased they are
with the service, dissatisfied clients and customers
will make sure many times that number know of
their displeasure. To safeguard against this, a firm
must deliver quality service on a regular basis.
To deliver the desired level of service, firms must
have adequate tools. This means making sure there
is a thorough understanding of the service offered,
that personnel have the requisite level of knowledge,
and that the firm provides ongoing training. In addi

tion, the firm must inform its personnel of what it
wants done differently. Staff members must be
given authority to do their jobs, and must be moti
vated to perform their daily tasks to the best of their
abilities.
Service excellence should be the primary focus of
every firm. To determine whether you are providing
it, just ask your clients. Find out what they expect
from the services you provide and examine how you
price and deliver them. Rectify any shortcomings
and then make every effort to provide the services
clients want in ways that exceed their expectations.
The biggest asset firms already have as they
restructure to meet evolving needs is the knowledge
and skills of their personnel. Numerous studies
show that employees welcome opportunities to be
challenged, to demonstrate their abilities, and to be
involved in the decision-making process. These
opportunities are key to getting people to accept
that change and radically different approaches to
providing services are necessary. It is well worth the
effort to make these changes. A satisfied client base
can be an extremely effective sales force for your
firm in the years ahead. □

—by Jerrell A. Atkinson, CPA, Atkinson & Co., Ltd..,
707 Broadway N.E., Suite 400, Albuquerque, New
Mexico 87102, tel. (505) 843-6492

Costs for Consulting Reviews
The consulting review program was estab
lished in 1985 by the private companies prac
tice section (PCPS) of the AICPA division for
CPA firms. Since its inception, the program
has successfully helped firms develop effective
quality controls and prepare for a review
under one of the AICPA’s practice-monitoring
programs.
Effective for consulting reviews admin
istered by the AICPA after April 1,1992, the cost
will be $700 for firms with up to 20 profession
als and $1,400 for firms with over 20 profes
sionals, plus the out-of-pocket expenses of the
reviewer. This is the first increase to be made
since the start of the program.
The private companies practice executive
committee has agreed to continue reimbursing
half of the consulting review cost (up to $350)
to firms that have their initial practice
monitoring review under the auspices of the
PCPS. For further information about the con
sulting review program, write the AICPA
quality review division.

Practicing CPA, December 1991
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Assets and Liabilities
As a young CPA, I was once told that assets repre
sented what we owned and liabilities what we owed.
I have subsequently found out that accounting is not
quite that simple. Nevertheless, the fundamental
relationship still exists. Most CPAs tend to be work
oriented and use the foregoing concepts almost
daily. While we are adding up the assets and lia
bilities, it is to be hoped that if we deduct the latter
from the former, it will indicate what is known as
the net worth of the entity. Now, if the liabilities plus
or minus the net worth are equal to the assets, we
indeed know we have done a fine job. We should all
give thanks to Luca Pacioli who outlined some of the
fundamental principles of accounting some five cen
turies ago.
Our profession has always been confronted with
change and, over a period of time, we have slowly
and modestly modified our behavior. Why then are

New Business Advice Brochure
Designed for distribution to small business cli
ents, this six-panel brochure, “Improving Busi
ness Performance: Restructuring Your Organi
zation for Results” (product no. 889546),
explains how CPAs can assist businesses in the
organizational restructuring needed to
improve performance.
The brochure stresses the importance of
CPAs’ roles as business advisors in today’s com
petitive marketplace, and discusses symptoms
which signal a need for change. It also outlines
factors a CPA may consider when evaluating a
business’s present performance. Space is pro
vided to imprint firm names on the back panel.
Other brochures in the series "Business
Advice from CPAs" include
□ “Budgeting: A Tool for Business Success"
(product no. 889545).
□ "Planning Your Company’s Growth"
(product no. 890540).
□ "Securing a Loan for Your Company"
(product no. 890541).
□ "Connecting Your Business With the
Right Computer System” (product no.
890542).
□ "Managing Your Business Dollars" (prod
uct no. 890543).
All brochures cost $17 per 100 copies and can
be obtained from the AICPA order department,
(800) 334-6961; in New York State, (800) 2480445. Ask for operator PC.
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we suddenly involved in turmoil and presented with
problems that, for the most part, never seemed to
exist before? The major differences today is the rate
of change. We no longer have the luxury of excess
time in which we can examine, evaluate, think
about, and then make changes slowly. We are in
situations where we must react quickly or others
will pass us by.
For those of us who practice medicine, law, and
accounting, the major focus has always been on our
being professionals first and running a business sec
ond. The focus has now moved toward the center,
because to survive we must be professionals who are
in business. It is necessary to service our clients in a
competent manner. It is also necessary to make a
profit. At the same time, we must evaluate clients in
order to minimize risk to ourselves. With the advent
of excessive litigation, we can no longer take a com
placent attitude about who our clients are and what
they do. Clients must be chosen with “due diligence"
to minimize future potential problems.
It possibly appears that I have wandered off course
from the concept of assets and liabilities. The idea, as
it relates to an ever-changing and emerging global
economy, still applies, however. How many of you
have ever determined what your firm’s assets and
liabilities are—that is, without using numbers?
What are you able to do? What can’t you do? What
should you learn to do? What should you not do?
Which new product that did not exist in your firm one
or two years ago are you offering to present and
potential clients ? Have you created an atmosphere in
which you are continually looking for, testing, and
evaluating new products and services that you could
provide in the future? It is my guess that many firms
are extremely deficient in this area and invest little, if
any, time and money investigating the future.
"Well,” you might say. "We are now doing com
puter consulting and offer litigation support. Aren’t
they new?" Yes, they were several years ago! But
look around you. If many other firms are providing
these services, they are not new. Your current inven
tory reflects what you are able to do profitably and
represents items you have on the shelf for sale. Try
preparing, in writing, without using numbers, the
type of balance sheet I'm referring to and see what
value you would place on your net worth.
It could be said that your liabilities are what you
do that everyone else does, and your assets are what
you do that very few others do. Some practices,
today, might have a "going concern" qualification
caused by inability to change and meet the future
aggressively. Auditor, audit thyself! □

—by Sidney F. Jarrow, CPA, Clifton, Gunderson &
Co., 960 Industrial Drive, Elmhurst, Illinois 60126
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Some Tax Season Procedures
In years past, we experienced problems in three
specific areas during tax season. The solutions we
found may be of help and interest to other tax pre
parers as the busiest time of the year approaches.
The first area involves electronic filing. If you have
already started to use this method, you know that
there is a basic flaw in the system. A return must be
filed and accepted electronically before Form 8453,
the signature form, can be filed.
In the 1991 tax season, Form 8453 had to be filed
within one week. Beginning in January 1992, the
form must be filed by the next working day.
To accomplish this, the preparer must first com
plete the forms to compute the tax and refund. Then
he or she must file the return electronically and wait
for the Internal Revenue Service to acknowledge
acceptance. When this is received, the preparer
must have the client sign Form 8453 so that it can be
filed.
This is not so simple if your client contact is lim
ited to one interview. This is how we overcome the
problem.
We estimate the amount of any refund during the
interview, pencil the data on a Form 8453, and have
the client sign it. When we are sure our calculations
are correct, this information and the declaration
control number (DCN) provided by the IRS is typed
on the signed form prior to filing. We then process
the returns and prepare the instruction letter for the
client indicating that the return has been filed. If
there is any problem with the electronic filing pro
cess, we destroy the form the client signed. This
method worked well for us last year.
Billing for tax work created another problem in
the past, too. There are four tax preparers in our
firm and we had trouble ensuring uniform billing
procedures. Our solution is to publish a fee schedule
each year for every tax form we prepare. All our
clients receive a copy of this schedule. We then pro
gram our in-house tax return preparation package
to generate an invoice based on this fee schedule
with each return. The resulting amount, which
includes a standard computer charge, becomes the
base fee. Inevitably, some invoices show an unrea
sonably high fee that requires an adjustment. Our
policy in such instances is to use our hourly rate as
the benchmark, but never to write down a fee below
a predetermined minimum amount.
In practical terms, the client is billed either
according to the listed price or according to the time
we spent preparing the return, whichever is less. It
is an easy procedure to explain, both to new clients
and staff. Using our time and billing software, we
can sort billing reports by client and preparer to see

if we are meeting our goal of billing out 100 percent
of our chargeable time. These reports are dis
tributed to each preparer periodically during tax
season.
We struggled for years to find an efficient way to
organize clients’ tax files. Our solution is to main
tain them in three groups. “TXC” files include the
most recent tax returns, work papers, and carry
forward information. These files are centrally
located and readily available to the preparers. Prior
year returns for current clients comprise the second
group, the "TXA" archived files. The "TXD" group
holds the files of former clients.

Our goal is to bill
100 percent of
our chargeable time.
When we are processing a current return, the
prior year's records are stapled together and trans
ferred to the TXA area where they are readily avail
able. During off-season, staff gathers the files of
probable nonretuming clients for transfer to the
TXD boxes. There they are kept according to a rec
ord retention schedule.
If any readers have different or better solutions to
the problems in the areas I have described, I would
be pleased to hear about them. □
—by James K. Vander Spek, CPA, Leone, Corsello &
Vander Spek, 333 S. Juniper Street, Suite 217, Escon
dido, California 92025, tel. (619) 741-2659, FAX (619)
743-7428

Savings Guide Slide Rule Available
Designed as a public relations and marketing
tool, a new AICPA product, the savings guide
slide rule, is a novel way to help clients reach
financial goals.
On one side, individuals can calculate how
much money they need to save each month to
reach a designated amount over a selected
time period. On the other side, they can
quickly find out how much money they will
accumulate by saving $100 each month at vary
ing rates of return.
To purchase the slide rule, product no.
890557, cost $7.50 for 10, call the AICPA order
department, (800) 334-6961; in New York
State, (800) 248-0445. Ask for operator PC.
Practicing CPA, December 1991
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Goals of the Information Technology
Membership Division
In May 1991, the AICPA governing council autho
rized formation of the information technology
membership division. The divisions goal, broadly
speaking, is to help improve members’ knowledge of
new technologies that apply to information man
agement, and thus help CPAs maintain their tradi
tional role as advisors to business.
The decision to establish this division grew out of
a recommendation by the Institute's strategic plan
ning committee in October 1988 that the AICPA
develop a major focus regarding the technology
needs of members. That was the basis from which
the AICPA formed a special committee later the
following year—the information technology or IT
committee—to study these needs and recommend
programs to meet them. After considering the
issues, the IT committee concluded that these needs
could best be met through the establishment of a
membership division.

Substantial discounts on
technology products will
help offset their capital
impact on members'
practices.
Today, information is viewed as an increasingly
valuable business asset. People who understand and
use information technology better understand the
businesses they serve as employees, auditors, and
consultants, and better understand the risks these
businesses face. Consequently, even members with
out strong backgrounds in information technology
can gain from the divisions offerings and benefits.
The IT executive committee, which oversees the
division, wants to provide productivity oriented
tools to members. Working with vendors, the intent
is to offer copies of products that give members
hands-on experience. In the short term, the division
newsletter, InfoTech Update, will be a practical link
between technology and its application in the work
place.
Other benefits membership will offer include dis
counts on information technology products, both
equipment and software. Substantial savings in
these areas can help offset their capital impact on
members businesses and practices. The committee
also plans to establish special events in conjunction
with the AICPA microcomputer conference.
Practicing CPA, December 1991

The IT executive committee intends to create case
studies of technology use in business, such as the
application of electronic data interchange (EDI) and
bar coding. The development of a public relations
campaign, seminars, CPE courses, and educational
guidance will be other long-term benefits.
Additional goals include coordination with state
societies and other national and international
groups. (Dialogue with similar groups in Canada
and England has already commenced.) The benefits
of offering an accreditation for an information tech
nology specialist will also be studied.
Initially, however, the IT division will concentrate
on analyzing the potential impact of technology on
the management of a practice, and on the audit,
attest, and consulting functions of many members.
We want to see how members in industry and prac
tice use technology, and what its effect is on the
world around us. This, of course, ties in with our
long-range goal of improving the publics percep
tion of the CPA as someone skilled in the application
of technology. □

—by Michael W. Harnish, CPA, Crowe, Chizek &
Company, One Mid America Plaza, Suite 800, Oak
Brook, Illinois 60522
Editor’s note: Mr. Hamish, chairman of the IT execu
tive committee, suggests that you contact AICPA mem
bership administration, tel. (212) 575-6421, for further
information.

A Guide to Containing
Health Care Costs
Holding down Health Care Costs: A Guide for the
Financial Executive is a new book which dis
cusses what is causing health care costs to rise,
and offers eight strategies for cost con
tainment.
To purchase the book, product no. 090050,
cost $12.50, call the AICPA order department,
(800) 334-6961; in New York State, (800) 2490445. Ask for operator PC.

Watch that overbite!

Cutting your teeth on desktop publishing, expect to
hit a snag. The last item in Exhibit II in Carlton D.
Stolle's article, “A Survey Looks at Policies and Prac
tices in Public Accounting Firms,” (November 1991
Practicing CPA) should have read: “Does your firm
provide dental insurance?” Data from 1985 were not
available.
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recruiting staff.) Darrel R. Brown, George R. Gray,
and John B. Sperry. February, p.5.
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Development. (A look at one firm's successful
experience.) Chaim Yudkowsky. October, p.6.
Don’t Be a Sitting Duck. (Don’t let your work habits
inhibit practice development activities. Ten solu
tions.) Allen S. Boress. May, p.1.
Firm Growth The Old-Fashioned Way. (Experience
and community activities are key to one firm’s
success.) Victor K. Hausmaninger. October, p.1.
(The) Myths and Realities of CPA Firm Mergers in
the 1990s. (A merger should be advantageous to
both firms.) Practice Development Institute (PDI)
and Jay N. Nisberg. January, p.3.
(A) Networking Program for Small Firms. (A way
small accounting firms can continue to serve
growing clients.) July, p.2.
Practice Development for the Established Firm.
(Ways a firm in existence fifteen years or more can
build upon its established practice.) E. Burns
McLindon. July, p.1.
Writing Successful Audit Proposals. (Ideas on what
works best.) Stanley Earl Jenne and H. Lon
Addams. April, p.5.
Communication

Do You "Freight-Train" Your Clients? (Don’t over
look clients’ concerns.) Sammie L. Smith. Janu
ary, p.6.
How to Really Listen. (Overcome bad listening hab
its.) Don Faber. September, p.5.
How to Select a Public Relations Firm. Alan Towers.
June, p.1.
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Making Visuals Effective. (Evaluating visuals for a
presentation.) Frank K. Sonnenberg. March, p.6.
Marketing

AICPA Client Newsletters Continue Wide Distribu
tion. (Where to get information on the CPA Client
Bulletin and the CPA Client Tax Letter.) April, p.4.
(The) Essence of Marketing. (Getting marketing
strategies to work requires good management.)
Joel Shiffrin. April, p.3.
Hints on Personal Marketing. (Some ideas for set
ting yourself apart from the crowd.) Mike
McCaffrey. May, p.8.
Take Advantage of Marketing Opportunities During
Tax Season. (Here is what to do.) Michael G. Cum
mings. March, p.7.
Service Areas

Do Financial Statements Provide Bankers with
Needed Information? (PCPS survey reveals com
munity bankers’ needs.) September, p.7.
Opportunities in Telecommunications. (Innovations
in telecommunications provide new service
opportunities.) Ronald J. Goracke. December, p.1.
Repeal of Estate Freeze Rules Creates New Planning
Opportunities. (A look at the new rules and what
they mean for owners of closely-held businesses.)
William J. Goldberg and Rick J. Taylor. July, p.6.
Systems Development and the Accountant. (The
CPA should play a major role in a systems study.)
Stephen A. Moscove. September, p.3.
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